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Abstract:  The  south-eastern  Europe  countries  have  all  the  common 
history of the communism policy and economy, which from 
the  foreign  investments  perspective  meant  a  radical 
approach,  which  promoted  a  nationalism  view  against 
foreign capital interference.  Similar to China, perhaps India 
and other countries, the governments of the south-eastern 
Europe’s  countries  expressed  a  rejection  to  foreign 
investments,  emphasizing  the  negative  effects  of  such 
operations, arguing that any foreign capital inflow is followed 
by a foreign capital outflow which at the end will destabilize 
the balance of external payments and will overall result in no 
favorable effect upon the economy of their countries.  
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1. Introduction 
  The  dispersion  of  foreign  investments  within  the  south-eastern 
European countries is far away of being symmetrical.  These countries 
are in a very strong competition in attracting foreign investors, as this 
external capital inflow is the major chance for the developing the region.  
The competitions starts with the local governments’ policy when issuing 
laws  and  communicating  with  investors,  and  ends  with  the  level  of 
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  The  levier  available  to  the  local  governments  in  order  to  attract 
foreign  investors  remain  the  promotion  of  the  internal  resources  from 
which  the  foreign  companies  may  take  advantage  and  why  note  the 
success of the modern packages of tax incentives, here referring to the 
industrial  parks,  were  the  support  of  research  and  innovation  in  high 
technologies combines with the economic success of the productive and 
commercial companies. 
   
2.  Investment  policy  of  the  local  governments  and 
population  
  The actual policy of the south-eastern countries is to support any 
kind of foreign investments, sometimes trying to control the dispersion of 
the  capital  within  the  territory  and  to  somehow  conduct  these 
investments to regions whose development is wished.  The foreign direct 
investments are the main levier  from which the governments of these 
countries may use, in fully compliance with the market economy and fair 
competition.  It is a transition approach to the pragmatic policy of the 
experienced developed countries, where foreign investments are not seen 
as  ultimate  resource  for  regional  development,  but  also  as  cost 
generating.  While a pragmatic government will always analyze first if a 
package of incentives granted in order to support investments generate 
more public costs than their benefits, the south-eastern Europe countries 
are more opened to foreign capitals.   
  While wanted by all these European countries, it is a certainty that 
their  distribution  within  the  region  is  not  symmetrical  or  equal.    The 
foreigners’  interest  to  invest  in  one  or  other  country  is  dependent  of 
many  factors  and  the  practice  showed  it  is  linked  with  the  gains  in 
democratic principles, free market economy of a target country, and even 
more  with  the  privatization  process  of  state-owned  companies.    The 
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value of the privatised companies.  The south-eastern countries did not 
have the internal financing power to create huge local investments, but 
attracted foreign ones to purchase assets or business previously owned 
by the state.   
Why  would  a  foreign  investor  be  willing  to  acquire  a  package  of 
shares  in  an  existing  company,  while  the  profitability  of  this  company 
proved not to be very good?  Because in some cases it is easier to adjust 
an existing logistic system than to create a new one.  The labor force, 
even it is not experiences, it has a qualification and is much  easier to 
have a starting point than to start from nothing.  A privatized company 
has the advantage of a support from the local authorities.  There are not 
rare the cases when certain debts to the state are waived.    
The  governments’  intention  to  attract  foreign  investments  in  big 
forces of their economy, such as the privatized companies is somehow 
opposed with the subjective opinion of the population involved in these 
projects.  The subjective rejection of the population employed or having 
relatives employed by the companies to be privatized derives from the 
fear that they will lose their jobs and thus the source of life.  This opinion 
is supported by the experience of foreign investors which did not have as 
real purpose to develop a company, but to earn revenues as mush as 
possible in a very short time.  The low price of the privatized companies 
in the south-eastern European countries made them very attractive to be 
acquired and why not further sold by pieces and for higher prices.  The 
reintegration programs of local labor force in the companies acquired by 
foreign investors, by training or some other communication with respect 
to the new production methods, new plans of the shareholders, new labor 
quality  requirements,  would  need  additional  financing  funds  and  are 
usually forgotten by the new foreign shareholders.  The communication 
between the local labor force has thus to suffer from two reasons: first 
the local employees are not very opened to read and study about the 
western methods of production, of managing a company and twice the Page 18  Oeconomics of Knowledge, Volume 2, Issue 1, 1Q 2010 
 
foreign investors, after acquired a big privatized company, seem to have 
not financing sources to communicate their strategy and requirements to 
their employees.  It is a lack of transparency in double sense.  
As result of this lack of communication and given the population’s 
fear  not  to  lose  their  jobs,  there  are  very  rare  cases  when  the  local 
management together with the syndicate initiate a selling plan of their 
company, by drafting a business plan, showing the advantages that an 
investor would have if acquired this company, in a word by showing who 
the target is attractive to be invested in.  That is why the management of 
the  investments  projects  is  an  exclusively  matter  dealt  by  the  foreign 
investors, with a certain support from the local government, in case of 
privatized companies.   
  Under the circumstances described above, it is EBRD (the European 
Bank  for  Development  and  Reconstruction)  which  interfered  in  the 
investments process in privatized south-eastern European companies, by 
granting financing the investments and preparing or simply supervising 
the investment plans.  There are two preferred ways used by EBRD to 
coordinate  investments  in  privatized  companies:  first  refers  to  the 
creation  of  a  public-private  partnership,  in  which  EBRD  and  the  local 
authorities will keep a proportion of shareholding, together with a private 
foreign  investor  chosen  depending  on  its  own  financing  force  and 
experience.    In  this  case  the  investments  strategy  is  prepared  by  the 
EBRD specialist for medium and long term and the fulfillment of its steps 
becomes condition for obtaining future financing. The investments plan 
includes a program according to which the shareholding of EBRD in the 
privatized company will be in time diminished.  The second way of EBRD 
involvement  in  the  supervision  of  a  business  transfer  form  the  local 
authorities  to  the  private  foreign  company.  The  efficiency  of  these 
projects  depends  on  the  extent  to  which  the  south/eastern  European 
countries are opened to the EBRD investment strategies.  
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3.  Brief  of  the  status  of  foreign  investments  in  south-
eastern European countries 
  With a larger territory that other countries in the region, Romania 
has  potential  to  attract  more  foreign  investors  than  others.    However, 
this did not happen, not even during the last year when it systematically 
registered economic growth of around 4% per annum.  Its strong point 
consisted  mainly  in  the  low  price  of  the  assets  of  the  state-owned 
companies  which  were  sold  during  the  privatization  processes.    Big 
foreign investors preferred to buy Romanian companies because for a low 
price  they  obtained  a  significant  economic  power  and  share  in  the 
market.  
  Bulgaria  gathered  a  third  of  the  foreign  capital  in-flowed  in 
Romania in the last ten years.  The range of investing countries is quite 
similar  in  these  two  countries,  except  for  the  Netherlands,  which  is  a 
leader in Romania, but does not has much presence in Bulgaria.  Foreign 
investors were interested in Bulgaria when it privatized the banking and 
financial companies and thereafter as result of the fluidization of the local 
financing system through banks. 
  Croatia is an ex-Yugoslavian country which has been exceeded only 
by  Slovenia.    The  profitability  of  the  investments  in  tourism, 
telecommunications  and  transport  services  made  foreign  companies  to 
forget about the agitated atmosphere and struggles  that took place in 
this area, and invest here.  Macedonia and Bosnia-Herzegovina did not 
however succeed to reduce the country risk and their only chance in the 
future is that the local government issues a package of efficient economic 
measures.  The politic analysts believe that it is not impossible to assist 
to  the  creation  of  a  new  federation  between  Croatia  and  Bosnia-
Herzegovina.  
  In  Albania  the  main  investments  are  state  investments  in 
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the beneficiary of loans from the World Bank to cover the deficit of the 
trial balance of external payments.  The governmental programs include 
modernization of the administrative sector, and even a fiscal reform.   
  Slovenia is the leader in terms of very quick development.  That is 
why  analysts  tend  to  include  Slovenia  in  the  central  European  group, 
together with Czech Republic, Poland, Hungary and Slovakia.  Slovenia’s 
success  is  a  result  of  the  very  low  corporate  tax  rate  applicable  to 
investing companies (the corporate tax may be reduced up to 40%).   
 
Conclusions 
The  key  issue,  which  will  differentiate  south-eastern  European 
countries  in  attracting  foreign  investors,  is  the  way  the  governments 
promote the advantages from which the investors may benefit if invest in 
such  country  and  even  support  the  foreign  capital  inflows  by  specific 
measures.  The dialogue between investors and authorities is a condition 
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